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Thank you, Chairnman Moran and nmenbers of the Subcomm ttee, for holding
this hearing today. | appreciate the opportunity to testify on behalf
of the American Soybean Associ ati on.

My nane is Bob Metz. My wife Karen and | are fifth generation farners

i n northeast South Dakota. We have been involved in production
agriculture for the past 28 years. Qur famly farm has 2700 tillable
acres consisting of hard red spring wheat, corn, and soybeans.

We have purchased crop insurance for approximtely the |last 20 years.
Each year we sit down with our agent and deci de the appropriate |eve

of coverage and the type of coverage. W nornelly purchase RA, CRC, and
MPCI at the 70% to 75% guarantee |l evel. Crop insurance has given our
fam ly and our |ender the peace of nmind that we can survive a crop
failure and still neet our financial obligations.

Overal |, soybean producers in nost regions are generally satisfied with
the crop insurance program a recent study conpleted by the United
Soybean Board (the check-off organization) found. However, many
soybean farners don’'t feel very know edgeabl e about crop insurance.
USB's recent study showed these findings:

1. There continue to be disparities in crop insurance participation
anong soybean farmers based on region, farm size and the age of
the producer. Generally, producers in the Mdwest and Pl ains
states are nore likely to buy crop insurance, and those in the
South are less likely. Younger farmers are nore likely to
participate in the program as are those with [arger farns.

2. Soybean farmers are not well informed. Those that feel best
i nformed about the program are those who buy it, and those with
| arger farnms and nore than 250 acres in soybean production

3. The reasons soybean farners buy crop insurance are primarily to
protect against crop failure, because their |lender requires it,
or to qualify for future disaster paynents.

4. Those soybean farners who didn't buy it said they don't need it
or can self-insure; it costs too nmuch; or they don't know enough
about it.

5. Finally, when asked what their source of information is about
crop insurance, the soybean farnmers in the study reported:

47% from i nsurance agent or conpany
18% from peri odi cal s

14% from the federal governnent

2% fromthe Internet.



The Committee should be aware that opinions about the success of the
crop insurance programremain sharply divided in our organization

Sonme producers, particularly in the South, still feel as though crop

i nsurance rates are inequitable and too high. And although many
farmers feel that their agents provide themw th adequate information,
the study | cited earlier shows that many still do not feel they know
enough about this program Clearly, nore work renains to be done,
especially to resolve the regional differences that color the way many
farmers feel about buying crop insurance.

CURRENT | SSUES

A handful of issues come up again and again in talking with growers
about crop insurance. Miltiple years of disaster top this list. It
seens that consecutive years of |osses — three or nore — due to
extraordi nary weat her are plaguing nore and nore of the country and
creating the single biggest problemw th crop insurance. The |ow or
zero yields resulting fromnultiple years of |oss cause a farmer’s APH
to drop so far that he is unable to buy adequate insurance when he
needs it nost.

| know this is a problemof which the Comrittee is well aware and which
you tried to address in the last crop insurance reform |l egislation.
Unfortunately, the fix where a farner is allowed to substitute 60% of
the T yield for those | oss years doesn’'t go far enough to solve the

pr obl em

There is no good answer to the question of nultiple years of |oss.
While as farnmers we | ook for flexibility in the programto renmedy every
problem we are al so concerned about exposing the programto abuse.
Fraud costs us all npney.

One solution farnmers often talk about is a 10-year APH systemthat
allows a grower to elimnate his best and worst years. On ny farm for
exanpl e, the 10-year APH system neans that finally this year I will get
rid of my low APH fromthe flooding of 1993. W’ ve found that many
times the best year out of 10 isn’t nmuch better than the average, but
the worst is really low and a terrible drag on the average.

Prevented planting is another perennial problem especially in ny hone
region of the northern plains. | amaware that RVMA i s working on
changes to prevented planting provisions and we appreci ate those
efforts.

One problem | can point to specifically is the requirenent that 20% of
a field or 20 acres (whichever is |Iower) be prevented fromplanting to
qualify. That requirenent is high enough to cause significant

financial loss for a farmer who can’t plant perhaps 15% of the field,
and causes farmers to do things we wouldn’t otherwi se do just to nmake a
field eligible for insurance coverage.

VWile requiring a mnimum/loss is a good idea, a |lower threshold would
make better sense, perhaps five acres or 5% The current policy forces
farmers to plant in a wet area. A smaller requirenment neans that



farmers who are prevented fromplanting a significant part of their
field will be eligible.

Finally, et nme thank the Committee and Congress for the ad hoc

di saster paynments of recent years. | think we have all |earned that
while crop insurance has to be the government’'s prinmary risk managenent
tool, there are instances where crop insurance alone isn't enough.

Tying di saster paynents to a grower buying crop insurance in the future
is a good idea. However, the stipulation in |ast year’s |egislation
that the combi ned val ue of the disaster paynent, crop insurance

i ndemi ty, and market value of the crop not exceed 95% of the crop’s
value turned out to be a real disincentive for those who bought the

hi ghest crop insurance coverage — and spent the noney to do so. Any
such efforts to linmt paynents in the future nust be structured so that
those who try to cover their own risk be the winners, not the |osers.

In preparing for this hearing, | talked with a nunber of farmers and
bankers in my area and the surrounding states. The consensus was t hat
there are a lot of farnmers still farming that woul dn’t be wi thout the
crop insurance program “Wile you're not going to get rich fromcrop
insurance, it will keep you on the farm” was a comon refrain.

In nmy famly, my son is just finishing his second year of farm ng
W t hout crop insurance, he wouldn't be able to get the loans to stay in
busi ness. That’'s how i nportant this program has becone.

On behal f of the Anerican Soybean Association, | thank the Committee
for the inmprovenents in the programin recent years and the continued
attention you are giving it. Crop insurance works far better than it
used to and our nenbers | ook forward to working with the Comrittee and
RVA on nore inprovenents in the future.



